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South-South Co-operation: Trade Relations between
Indonesia and South Asia
K KALIRAJAN*
The paperexaminestheexistingtradelinks betweenIndonesiaandSouth
Asia and identifiesproblemsconstrainingthe relationsbetweenthe regions. It
also investigatespossibleareasof tradeexpansion. The paperconcludesthat
traderelationsbetweenIndonesiaandSouthAsiahaveslowlyandsteadilygrown
overtime thoughthey are still smallin absolute terms. It alsoelucidatesthe
futureprospectsandconcludesthatIndonesia- SouthAsiatrademayincreasein
future.
Thedirectionof tradeof developingcountriesismarkedby apredominantly
North-Southpattern. At presentaround50 percentof thetradeof themiddle-
incomeandlow-incomecategoriesof developingcountriesis withtheNorth. Over
thelastdecade,however,therehavebeengrowingconstraintsin theexpansionof
thistrade,firstlybecauseof prolongedrecessionsin thedevelopedmarketecono-
mies,andsecondlybecausein thesecountriesprotectionismis growing,severely
limitingthe exportsof the developingcountriesof Asia,particularlyof semi-
finishedandmanufacturedgoods.
As thissituationdevelops,onesolutionfor thedevelopingcountries,whose
exportsarecrucialto theireconomicgrowth,is to lookfor marketsamongthem-
selves[6]. Indeed,increasedtradeandeconomicrelationsamongthedeveloping
countriescanalsostrengthenthebargainingpowerof theSouthin itstraderelations
withtheNorthaswellasreducetheirdependenceontheNorth[8].
It is inthiscontexthatanattempthasbeenmadeheretoexaminetheexisting
traderelationsbetweenIndonesiandSouthAsia,to identifytheproblemscon-
strainingtherelationsandto investigatepossibleareasof tradeexpansionbetween
IndonesiandSouthAsia.l Morespecifically,thestudyhasbeencarriedoutin the
broaderperspectiveof economicrelationshipsbyexaminingtheflowsofcommodity
tradebetweenIndonesiandSouthAsia. Throughoutthestudy,time-seriesof data
*Dr. Kalirajanis a memberof the facultyof theDepartmentof EconomicsandStatistics,
NationalUniversityof Singapore,Singapore.
lIndonesiais an immenselypopulatedmembercountryof ASEAN. Thereis no single,
uniformdefinitionof the regionof South Asia and for thepurposeof this study,SouthAsia
includesBangladesh,India, Nepal,PakistanandSri Lanka. All thesecountrieswereclassifiedas
low-incomedevelopingcountriesduringthe 1970-1980periodby theWorldBank.Indonesia,
however,recentlyhasmovedup tojoin themiddle-incomedevelopingcountries.
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coveringthe period from 1970-71to 1979-80havebeenused. Thesedatawere
predominantlycollectedfrom Indonesiansources,as thestudyessentiallyrelatesto
Indonesia'straderelationshipswith SouthAsia.
The following section briefly describesthe generalcharacteristicsand the
overallgrowthperformanceof theeconomiesof IndonesiaandSouthAsia. Therate
of growthof GrossDomesticProduct(GDP) in constantpriceshasbeenusedasa
measureof overallperformance.The next sectiontendsto measurethestrengthof
economictiesbetweenIndonesiaandSouth Asia throughcommoditytrade. These
links areexaminedby calculatingtheexport-intensityindex,import-intensityindex,
Grubel-Lloydindex {2] andtrade-reciprocityindex. The lastsectiondiscussesthe
problemsand analysesthe prospectsfor strengtheningfutureco-operationbetween
IndonesiaandSouthAsia.
Table1
GeneralCharacteristicsof theEconomiesof Indonesiand
SouthAsia,1979
Countries GDP Population Area
(Millionsof $) (Millions) (Thousandsof
SquareKms.)
Exportsof
Goodsand
Non-factor
Servicesas%
of GDP
Resource
Balance
as%of
GDP
ECONOMICGROWTH:INDONESIAANDSOUTHASIA
Thegeneralcharacteristicsof theeconomiesof IndonesiandSouthAsiaare
summarisedin TableI. ThepercapitaGrossDomesticProduct(GDP)in 1979in
constantprices,whichis probablyabetterindicatorof theoverallperformanceof
the economiesof Indonesiaand South Asia, workedout to be thehighest
(US $ 344)for Indonesiandthelowest(US $ 86)for Bangladesh.Asa shareof
GDP, exportsof goodsandnon-factorserviceswereroughlycalculatedto be30
percentfor Indonesia.In SouthAsia,only for Sri Lankathisratiowasaround
34percent.However,asashareof GDP,domesticsavingsremainedroughlyatthe
samelevelasexportsfor Indonesiandnot for Sri Lanka(14percent).Thelast
columninTableI showstheresourcebalanceof thecountries,whichisthedifference
betweenexportsandimportsofgoodsandnon-factorservices.Indonesiaistheonly
countryhavingafavourablebalance.
Withthesegeneralbroadoutlinesof theeconomiesof IndonesiandSouth
Asia,theratesof economicgrowthof thesecountriesbetween1970and1979are
givenin Table2. Theratesof economicgrowthof SouthAsiancountrieshadbeen
lowwhencomparedwiththerateof growthof Indonesia.TheWorldDevelopment
Report,1981 [12]suggestshatdevelopingcountriescouldimproveontheirrecord
of the1970s,whentheygrewat5.1percentayear.ExceptPakistan,alltheother
SouthAsiancountries,however,hadgrowthratesmuchbelowtheaveragegrowth
ratefor low-incomecountries(4.7percent)givenby theReport. It maybenoted
thatIndonesia'soilexportshelptoinsulateitseconomyfromtheexternalinfluences
thataffecttheoil-importingSouthAsiancountries.Consideringthemajorsectoral
growthrate,Indonesiahadthehighestgrowthratesfor all thesectorswhencom-
paredwithSouthAsiancountries.Thehighrateof growthin themanufacturing
industryin Indonesiawasmainlyachievedthroughimportsubstitution.Thegrowth
of theothersectors,however,alsoboostedthe domesticdemandfor industrial
(1) (2) (3) (4) (5) (6)
Indonesia 49,210 142.9 1,919 30 7
Bangladesh 7,670 88.9 144 10 -12
India 112,000 659.2 3,288 9 -4
Nepal 1,760 14.0 141 12 -5
Pakistan 17,940 79.7 804 11 -13
SriLanka 3,160 14.5 66 34 -12
All Low-Income
Countries n.a. 2260.2 33,778
Source:[12]
Note: n.a.=notavailable.
Table2
GrowthIndicatorsof theEconomiesof Indonesiand
SouthAsia,1979
AverageAnnualGrowthRate,1970-79(%)
Countries (atconstantpricesof 1970)
GDP Agriculture Industries ManufacturingServices
(1) (2) (3) (4) (5) (6)
Indonesia 7.6 3.6 11.3 12.5 9.2
Bangladesh 3.3 1.9 7.0 5.9 4.9
India 3.4 2.1 4.4 4.5 4.5
Nepal 2.7 0.8 " ..
Pakistan 4.5 2.1 4.9 3.7 6.3
SriLanka 3.8 2.6 3.6 1.7 4.5
All Low-Income
Countries 4.7 2.0 4.2 3.7 4.5
Source:[121
Note :. . =notavailable.
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products[7]. Withthehelpof Chenery'sformula[I], thefactorsaffectingthe
growthof domesticproductioncanquantitativelybemeasuredfromtheexisting
input-outputtables.Thesefactorsaffectingthegrowthofdomesticproductioncan
broadlybe classifiedas exports,importsubstitution,intermediatedemandand
domesticfinaldemand.Table3givesthesourcesofgrowthfortheoutputofvarious
majorindustriesin Indonesia.ThelastcolumnofTable3revealsthatimportsubstitu-
tionseemsto bethemajorfactorcontributingtothegrowthofpaper,fertilizerand
machineryindustries.Theintermediated mandfor chemicals,rubberproductsand
metalproductsappearsto bethemajorcausefor theindustrialexpansion.The
increasein intermediatedemandmaybedueto theincreasedimport-substitution
strategyof Indonesia.Comparingthe variousissuesof theWorldDevelopment
Report,animportantquantitativeassociationbetweentherateof economicgrowth
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andexportperformancein termsof theshareof GDPcanbederived.In thecaseof
Indonesia,thereseemsto bea positiveassociationbetweentherateof growthof
GDPandtheratioof exportperformanceto GDP. Forexample,asashareofGDP,
exportsof goodsandnon-factorservicesrosefrom13percentin 1960to22percent
in 1977andthento 30percentin 1979.In thecaseof SouthAsiancountries,this
ratioremainedmoreor lessconstantfrom1960to 1979.It mayfurtherbenoted
thattheSouth.Asiancountrieshadtheaverageannualgrowthratesofexportsasthe
shareof GDPandGDPbelowtheaverage(14percentand5.1percentrespectively)
foralllow-incomecountries.
TRADE RELATIONSBETWEENINDONESIAANDSOUTHASIA
Thissectionexaminesthebilateralcommodity-traderelationsbetweenIndo-
nesiaandSouthAsia.Thesecommodityflowsareanalysedmainlybycalculatingthe
import-intensityindex,export-intensityindex,Grubel-Lloyd index and trade-
reciprocityindexfor theeconomiesof IndonesiandSouthAsia,besidestheusual
measures.
Themajorcommoditiesof exportsandimportsfor IndonesiandSouthAsia
aregivenin Table4. Theexportsof thesecountries,asexpected,mostlyconsistof
primarycommoditieswith theexceptionof theexportsof Indonesia(petroleum
products)andIndia(manufacturedgoods).Thecommoditycompositionsof imports
of IndonesiandSouthAsiaappearto besimilar.Machinery,transportequipment,
manufacturinggoodsandtextilesappearto bethegroupsof themostcommon
commoditiesimportedbyIndonesiandSouthAsia.
Table5 givesthemagnitudeof IndonesianimportsfromSouthAsia.Onthe
average,during1970-79onlyaround2 percentof Indonesia'simportsoriginated
fromSouthAsia.ThoughinabsolutevaluesimportsfromSouthAsiaincreasedfrom
1970to 1974,theirratiotototalIndonesianimportsremainedconstant.Becauseof
the1974depression,importsfromSouthAsiadecreasedconsiderablyin 1975but
regainedtheearliertrendin 1976. Indiaoccupiedthemajor,andSir Lankathe
minimum,shareof Indonesia'stotalimportsfromSouthAsia.Theaverageannual
growthrateof importsfromSouthAsiato Indonesiaworkedoutto be36percent
forthe1970-79period.
WhereIndonesia'sexportsto SouthAsiaareconcerned,theexistingrelation-
shipseemsto beveryweakandnegligible(Table6). Ontheaverage,onlyabout
0.5percentof Indonesia'stotalexportsweredestinedfor SouthAsiaduringthe
1970-79period.Thepercentageshareof SouthAsiain Indonesia'stotalexports
roseslowlyandgraduallyduringthisperiod.Evenafterthe1974recession,Indo-
nesia'sexportsto SouthAsiandidnotdeclinein thesubsequentperiods.Combining
thefiguresof Indonesianimportsfromandexportsto SouthAsiaduringthepost-
1974recessionperiod,it maybenotedthatIndonesianeconomyappearedto be
Table3
Sourcesof GrowthbyIndustries,Indonesia:1971-75
PercentageShareintheGrowthof
Sector IntermediateDomesticFinal Exports Import
Demand Demand Substitution
(1) (2) (3) (4) (5)
Food & FoodProcessing 63.5 154.9 -3.4 85.0
OtherFoodProducts -32.6 247.9 -121.4 6.1 .
GeberTextiles 57.0 41.8 -1.8 21.0
Chemicals 135.0 21.5 6.1 -62.6
Paper -52.9 11.7 8.3 132.9
RubberProducts 73.8 42.0 -15.8
Fertilizers 9.5 - 90.5
MetalProducts 149.4 7.1 1.0 -57.5
Machinery 8.6 -8.4 0.5 98.6
TransportEquipment 40.4 100.4 1.0
-41.8
Source:[7]
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relativelyimmune. Pakistanwasthelargestconsumerof Indonesianexportsduring VI 00 M,-., 0
1970-79, while India andSri Lankarankedsecondandthird respectively.Though
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the absolutevolumeof Indonesianexports to Bangladeshwas increasingin this
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Table6 N0\
Distribution of lndonesion Exports to South Asio
00
Exports(inMillionUS$)
Destination
1970 1971 1972 1973 1974 1975 1976 1977 1978 1979
Bangladesh 0.001 - 0.057 0.002 0.409 0.167 12.339
India 0.055 0.037 0.063 3.151 3.827 0.360 4.247 27.547 31.399 17.740
Pakistan 0.017 0.018 0.381 2.150 33.245 0.289 33.704 53.981 28.810 29.500
SriLanka - - 0.395 - - 36.523 0.395 2.525 0.275 4.000
Total SouthAsia 0.072 0.055 0.840 5.301 37.072 37.229 38.348 84.462 60.651 63.579
(0.01) (0.05) (0.17) (0.50) (0.52) (0.45) (0.78) (0.52) (0.41)
.!:!.
;:
World 1199.4651777.6703210.7517426.3387102.5418556.31010852.62611643.17515590.143
Source:[11)
Note: FiguresinbracketsarepercentagesharesofSouthAsiainIndonesiantotalexports.
r
.----' - --_. .-- -----....- ._ - --',' ,-
Table7
lndonesioTradeBalanceandTermsof TradewithSouthAsio
TradeBalance(inMillionUS$)
Country
1970 1971 1972 1973 1974 1975 1976 1977 1978 1979
Bangladesh - - -0.028 -0.011 -0.213 -0.911 -0.287 -0 019 -0.228 +12.339
India -5.30 -4.105 -5.923 -6.291 -15.583 -0.682 -118.863 -55.455 -80.515 -107.845
Pakistan -13.851 -14.185 -19.901 -28.466 -21.194 -0.306 +8.258 +33.93 -12.734 +8.632
I::
SriLanka - -0.016 +0.073 -0.558 -0.882 +22.853 -0.033 +2.296 -0.295 +4.00
I::
Tenns of Trade
Export Value
..
Index 0.2 0 1 II 74 100 76 170 188 28 o';:
ImportValue
Index 36 33 46 166 132 100 313 184 277 263
270 K. Kalirajan South-SouthCo-operation 271
r;;;-- '"
I I
-MM 1"1 M\D-"</"V')
!
N
~'" 00 \D r- \D 0 1"10 00 "</"- M
~ 'r;J '" ~ 0 N N 0 0 0 ~ 0 0 0 N
0 ~ - --0 0 8en -0 0.
::J .=: S
-= -==
I !
1"1"</"0'\00 V') V') 0000
I
N
.sa .- "'"</" \D 1"1M 0'\ "</""</"1"1 "</" 0\
S ~o ~ oO-<i~oo o~OOO...;::E~f-<- -'-' en
!$'?
I
O'\MV')-- \D"</"-OO"</" 1"1
~ ~~~~~ ~~~~~ ~
'"
1
0'\ oar-co -MO'\OO"</"1::: '" - - -- Ir)c .- - .....'- '"t; <
~ -5
0 g
~ en
I
"</"
I
MOV')N -0 0'\ "</"
I
"</"
c r- 0'\ V') 00 00 00 \D 0'\ "</" 0\
t: 0'\ r-:N""';""';O NMMOO-<i
t: -"</" -.....a
.2
.S;!'"
~ 00 r-M'<:tNr- -\D-r-N Q..::: r- ~~""":~~ ~~~o;~ "1
00 ~ 0'\ "</"\D V') N"</" \D\D"</"r-r-"</"
<5 - 1"11"10'\ 00 \D V') 1"1M 0'\ 1"1 Ir)"" r" 0 1"1V') r- 1"1 "</"- I,Q:D-~ - - 1"1 I,Q'" t: ::9
f-< c ....
<t; 0
'" :=:.....
....
c N\Dr-r-- O'\Nr--O 1"1
~ "</" ooV')M"</"O 00"</"\D"'Ir- 1"1
J: ~.,; r-:00.,; -<i .,; M .,; -0 00.~ - V')--oo 00 1"1r-O'\ Ir)-'" V') - - V')0'\M 00
~ - M'"
<u
1:::
.g
~ '"
~ -0
C "' g
<u ~ -=r~
::s ~ "" ~
~ u... :=-0;20."" ....0. bJJ '" .- .-
~ -= u... ~ ~ ..><:
0 ~O:a crt)>.
c.:; '" U ~.- [.LJ '" .0.5 ~ u 0 '" 1::'s "0
.i::' ~ -=.0 X . ~ "" 0 = .~
:a ~<~~~.o ;:;~"'~ ~
0 +-''''' 0;""2 t)=::E",-.::::: u >"0.- '" "" '" '" '" '" '" .-- ..., ..., -= ~ bJJ "" '- ~ ~ U "0
E ~ "'''''~O)... ~c-o 0
0 ~-o~-;;u...> E~=",~o S
u '" = 0.0::E---: ~ ~"* "" '" -= e::E '" '" '" '" """ -= :::: '"
'-o1i>~1i>::: ~Eu:2""-o 0
= 0 > ~ t::.;:: = ""'r;J U ~ 0 u0 0 "" '- = "'...c:'" '" .- 0 =Z u ou:;;< ~ u.o:;;;:SCl <
u
f-< I O-N"'I"</" V')\D r-oo 0'\
en
Table7 alsoprovidesinformationon thelong-runproblemof trade;thatis,
whetherthepricesof exportsarerisingorfallinginrelationtoimports.Anycountry
wouldlike to raisethevalueof its exportswhichmeansthatthecountrywould
receivemoreimportsfor itsexports.Thisis trueonlyif exportsequalimports.In
otherwords,tradeis balancedif thevalueof exportsequalsthevalueof imports.
Thisimpliesthatthenetbartertermof trade(P /P ) equalsthegrossbartertermofx m
trade(Q /Q ). Thus,acountrymaystartfromtheV =V identitytomeasurem x x m
thecapacityof its imports. It is clearfromTable7 thatIndonesia'simport-value
indexhasincreasedmorethanitsexport-valueindexwithrespecttoSouthAsia,and
theformerisgreaterthanthelatter.
Tables8 and9 showthecommoditycompositionof Indonesia'simportsfrom
andexportstoSouthAsiafortwoyears:1974(beforetherecession)and1978(after
Indonesia'sdevaluationof therupiah).It maybenotedthattherehasnotbeenany
changein the commoditycompositionof Indonesia'simportsfromSouthAsia,
exceptin thecommoditygroupof BeveragesandTobacco,whichshoweda declin-
ingtrend.Foodandliveanimalswerethemajorcommoditygroupsaccountingfor
65percentof totalimportsfromSouthAsiain 1974andtheirpercentageincreased
to 72in 1978.Thoughtherewasa slightdecreaseinbasicmanufacturesgroup,the
shareofmachinesandtransportequipmentin Indonesia'stotalimportsincreased.
Table9 showsthata changehasoccurredin thecommoditycompositionof
Indonesia'sexportsto SouthAsia. Theshareofanimalandvegetableoilsandfatin
the Indonesianexportsto SouthAsiahasdecreased.Theshareof chemicalsin
Indonesia'stotalexportsto SouthAsia,ontheotherhand,hasincreasedremarkably
from0.1 percento 27 percent.Increasesin theexportsof machine,transport
equipmentandmiscellaneousmanufacturedgoodswerealsoobserveduringthis
periodofanalysis.
Tables10-13 presentcommoditycompositionof Indonesia'stradewith
Bangladesh,India,PakistanandSriLankaby SITC groupsfor 1974and1978.The
shareof foodandliveanimalsin theIndonesianimportsfromIndiahasincreased
from1974to 1978alongwiththeshareof manufactures,machineryandtransport
equipment.On theotherhand,Indonesiahasincreasedtheshareof animaland
vegetableoilsandfat in itsexportsto Indiaalongwiththeshareofchemicalsfrom
1974to 1978.AmongtheSouthAsiancountries,Pakistanappearedtobethemajor
supplierof foodandliveanimalsto Indonesiand,in fact,Indonesia'simportsfrom
Pakistanin 1974consistedalmostcompletelyof foodandliveanimals.Basicmanu-
factureshadthenextmajorshareof Indonesia'simportsfromPakistan.However,the
shareof basicmanufacturesin Indonesia'simportsfrombothPakistanandIndia
decreasedin 1978andthisdecreasewasmainlydueto thegrowthof Indonesia's
manufacturingsectorinducedbyimport-substitutionpolicies.Theshareof animal
andvegetableoilsandfat in Indonesia'sexportto Pakistanshowedanincreasing
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Table10
Valueof Indonesia'sTradewithBangladeshbyCommoditySection~
(MillionUSdollars)
SITC Commodity Group
0
I
2
3
4
Non-Manufactures
Food and Live Animals
BeveragesandTobacco
Crude MaterialsexcludingFuels
Mineral Fuels etc.
Animal, VegetableOil. Fat
5
6
7
8
9
Manufactures
Chemicals
BasicManufactures
Machines,Transport Equipment
MiscellaneousManufacturedGoods
Goods not classifiedby kind
Ail Commodities
1974
0
0
0
0
0
0.023
0.190
0
0
0
0.213
Imports from
Bangladesh
1978
0.031
0
0.280
0
0
0
0.068
0
0.007
0.009
0.395
1974
Table11
Valueof Indonesia'sTradewithIndiabyCommoditySections
SITC Commodity Group
0
1
2
3
4
Non-Manufactures
Food andLive Animals
BeveragesandTobacco
Crude MaterialsexcludingFuels
MineralFuels etc.
Animal, VegetableOil, Fat
5
6
7
8
9
Manufactures
Chemicals
BasicManufactures
Machines,TransportEquipment
MiscellaneousManufacturedGoods
Goods not classifiedby kind
All Commodities
I
,j,,,,",,
1974
5.396
1.754
0.541
1.267
0
2.226
4.038
3.792
0.396
0
19.410
Imports from
India
1978
76.288
0.193
0.966
0.008
0.010
1.629
12.916
19.071
0.809
0.023
111.913
Exportsto
Bangladesh
1978
0
0
0
0
0
0
0.005
0
0
0
0
0
0
0
0
0.155
0
0
0
0.007
0 0.167
(Million US dollars)
1974
0.075
0
0
0
3.677
0.075
0
0
0
0
3.8257
Exportsto
India
1978
0
0
0
0
19.474
11.850
0
0.004
0.035
0.036
31.399
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Table12
Vallieof Indonesia'sTradewithPakistanbyCommoditySections
trend.BangladeshandSri Lankaappearto bestrengtheningtheirtradetieswith
Indonesiagradually.In summingup thecommoditycompositionof Indonesia's
tradewith SouthAsiancountries,wenotethatIndiaandPakistanwerethemajor
suppliersandconsumers,andthesupplyandconsumptionmainlyconsistedof food
andliveanimals,andanimalandvegetableoilsandfatrespectively.
For acomprehensivei wof thetraderelationsbetweenIndonesiandSouth
Asiain termsof quantitativemeasures,trade-intensityndiceswerecalculated.The
import(export)intensityof tradeofonecountrywithanothermaybedefinedasthe
ratioof theshareofcountryj in thetotalimports(exports)ofcountryi totheshare
of countryj in the totalworldexports(imports)netof countryi's share.The
import-intensityndex[5] thereforemaybecalculatedasfollows:
Gu = ~; I x:; -xJ
where
M.. =
IJ
M. =I
X. =I
X. =
J
X w
theimportsof ithcountryfromjthcountry,
totalimportsofcountryi,
totalexportsofcountryi,
totalexportsofcountryj, and
totalworldexports.
SITC Commodity Group
Imports from
Sri Lanka
Exportsto
Sri Lanka
Similarlytheexport-intensityindex [5] maybecalculatedasfollows:
~,; = ;: I M~~M,J
(Million US dollars)
An indexwith a valueof eitherI, or greaterthanI or lessthanI impliesthat
countryj is equallyrepresented,over-representedor under-representedr spectively
incountryi'simports(exports).
Table14givesIndonesia'simport-andexport-intensityndicesforBangladesh,
India,PakistanandSri Lankafor theperiodfrom1970to 1979.Becauseof the
insignificantimportsfrom Bangladesh,Indonesia'simport-intensityindexworked
outto bezerofor theperiod.In 1970,Indonesia'simport-intensityindexforIndia
wascalculatedto be lessthanI, indicatingthat Indiawasunder-representedin
Indonesia'simports.Indonesia'simport-intensityindexfor India,however,slowly
increasedin subsequentyearsandit wasaround4.3 in 1979.Therewasnocon-
sistentpatternof movementof Indonesia'simport-intensityindexfor Pakistanfor
the1970-79period. Theindexwasashighas6.7in 1970for Pakistanbutthen
wentdownto 0.1in 1975.It roseagainto5.5in 1978andthendeclinedtoaround
2.3in 1979.ThusIndonesia'simportsfromPakistanfluctuatedmoreoftenthanits
1974 1978 1974 1978
(MillionUSdollars)
Importsfrom Exportsto
SITC CommodityGroup
Pakistan Pakistan
1974 1978 1974 1978
Non-Manufactures
0 FoodandLiveAnimals 42.570 34.263 2.653 13.660
1 BeveragesandTobacco 0.744 0.541 0
2 CrudeMaterialsexcludingFuels 1.109 6.495 0.137 0
3 MineralFuelsetc. 0.556 0 1.782 0
4 Animal,VegetableOil, Fat - 0 28.596 11.224
Manufactures
5 Chemicals 0.364 0.105 3.856
6 BasicManufactures 9.058 0.054 0.075 0
7 Machines,TransportEquipment 0.014 0.021 - 0.016
8 MiscellaneousManufacturedGoods 0.024 0.060 - 0.047
9 Goodsnotclassifiedbykind - 0.005 0.002 0.007
All Commodities 54.439 41.544 33.245 28.810
Table13
Valueof Indonesia'sTradewithSriLankabyCommoditySections
Non-Manufactures
0 FoodandLiveAnimals 0 0.012 0 0
1 BeveragesandTobacco 0 0 0 0
2 CrudeMaterialsexcludingFuels 0.805 0.004 0 0
3 MineralFuelsetc. 0 0 0 0
4 Animal,VegetableOil, Fat 0 0 0 0
Manufactures
5 Chemicals 0 0.028 - 0.220
6 BasicManufactures 0.017 0 - 0
7 Machines,TransportEquipment 0.028 0.518 - 0
8 MiscellaneousManufacturedGoods 0.039 0.006 - 0.044
9 Goodsnotclassifiedbykind 0 0.003 - 0.012
All Commodities 0.882 0.571 0.000 0.276
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importsfromIndia,andeconomicomplementaritymaybeapossiblereason.With
Sri Lankait appearedthatIndonesiadidnothavea consistentpatternof imports.
Onconsolidatingtheabovecalculations,it maybenotedthatIndonesiahasincreased
herimportsfromIndiaandhasconsiderableimportsfromPakistan.
Indonesia's~xport-intensityindicesfor BangladeshandSri Lankaweregradu-
ally increasing,whichshowsthatfor Indonesiathesetwo SouthAsiancountries
couldbepotentialconsumersof growingimportance.Indonesia'sexportsto India
showedaninconsistenttrendandwerenotsignificantcomparedto themagnitudeof
Indonesia'simport-intensityndexforIndia.ThepicturethatisprovidedbyPakistanis
different.Pakistanwasthemajorconsumerof Indonesia'sexportsfrom1973to
1979. Generally,Indonesia'sexportintensitywasweakerandsmallerthanher
importintensityforIndiaandPakistan.
With the optimisticindicationsof strengtheningtraderelationsbetween
IndonesiandSouthAsia,it becomesnecessaryto identifythepotentialareasof
industriesthroughwhichtradecouldbefurtherintensified.Themeasureof intra-
industry trade usedby GrubelandLloyd [2] hasbeencalculatedto measure
Indonesia'sbilateraltraderelationswith individualSouthAsiancountries.It is
expressedastheratioof thevalueof exportswhichismatchedbyimportsto the
totalvalueofexportsandimportsofanindustry.Thatis
p.;«u
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whereX. andM. arethevaluesofexportsandimportsrespectively,expressedin theI I
homecountry'scurrency.
Themeasuresshouldbe,bydefinition,varyingbetween0and1.Whenexports
exactlyequalimportsof an industry,{3= 1,andwherethereareexportsbut no
importsor viceversa,{3i=O.Wheneverexportsequalone-halfof importsorvice
versa,{3i=0.67. Thehighertheratio,thegreatertheintra-industrytradeandvice
versa.
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In calculatingtheintra-industrytradeindex,the3-digitSITChasbeenusedto
disaggregateth datafortheyears1970,1974and1979.
For theyear1970,calculationsyieldedzerovaluesfortheselectedSITC. For
theyear1974,calculationsshowedfull of zerovaluesexceptfor SITC 332. With
Pakistantheintra-industrytradeindexfor SITC 332workedout to be0.16.For
SITC 74,SITC 292(Sri Lanka),SITC 422,andSITC 541,therewereIndonesian
exportswithno importsfromPakistanandIndia. For theyear1979,theintra-
industryindiceswereallzerofor therelevantSITC. For SITC 74,SITC 121,SITC
242,SITC422andSITC 561,therewereexportswithnoimportsfromSouthAsia.'"
~
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On combiningtheresults,it maybenotedthatSITC 74andSITC422weretwo
commoditieswhichIndonesiaexportedto SouthAsiain 1974and1977,withno
imports.Thus,thezerovaluesof theintra-industryindicesindicatethatIndonesia
andtherelevantSouthAsiancountriesarereapingadvantagesof completespecial-
izationin tradein theaboveproducts.
Intra-industrytradedealswithdifferentiatedproductswhichareclosesubsti-
tutesbelongingto thesameproductgroup.Inter-industrytrade,ontheotherhand,
refersto tradein differentproducts.Thezerovaluesof theintra-industrytrade
indicesmeanthatthereis onlyinter-industrytradebetweenIndonesiandSouth
Asia,andit thenbecomesnecessaryto measurethedegreeof reciprocityin trade
relationsbetweenIndonesiandSouthAsia.Thefollwoingindexof tradereciprocity
wascalculated:
[
aij -'- aji l: a..
J
. I)
I
l: a.. +a..
Q =1- . I) )1
j . (n-1)~7aij
wherea.. meansith country'sexportto jth country,anda.. meansjth country'sI) )1
exportto ith country.Thevalueof theindexwill bezeroif thereis onlyone-way
flowof trade,andit willbeonewhenthereisperfectlybalancedtwo-waytrade.
Themultilateraltradereciprocityindexof IndonesiandSouthAsiain 1970
was0.001,andin 1974it wascalculatedtobe0.23;in1978it roseto0.27.
ThetraderelationsbetweenI donesiandSouthAsiacanthereforebesumma-
risedasfollows:
(i) IndiaandPakistanarethetwomajorconsumersofIndonesianproductsand
theyarealsothetwomajorsuppliersto Indonesia.
Indonesia'simportsfromSouthAsia mainlyconsistof food andlive
animalsfromIndiaandPakistanandbasicmanufactures,machineryand
transportequipmentfromIndia.Indonesia'simportsfromSouthAsia,
however,amountto onlyabout2 percentof Indonesia'stotalimports
fromallcountries.
Indonesia'sexportsto SouthAsiaaremainlycomposedof animaland
vegetableoilsandfat,andchemicalsto India,andof food,animaland
vegetableoilsandfat,andchemicalsto Pakistan.Indonesia'sexportsto
SouthAsia,however,areonlyabout0.5 percentof Indonesia'stotal
exportstoallcountries.
Consumer-goodssectorsin Indonesiaenjoyhigherratesof effective
protection.
Indonesia'simportsfromandexportstoSouthAsiabothshowanincreas-
ingtrend,butimportsoftenexceedtheexports.
(ii)
(iii)
(iv)
(v)
.
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PROBLEMSOFANDPROSPECTSFORFUTURECO-OPERATION
TheforegoinganalyseshaveshownthattraderelationsbetweenIndonesiand
SouthAsiaappearto begrowingslowlybutsteadily,eventhoughthetradeis still
smallinabsolutevolume.
Whatarethe problemsandprospectsin respectof theserelationsbetween
IndonesiandtheSouthAsiancountriesin theEighties?
Againstheprevailingbleakinternationaleconomicsituation,Indonesiand
SouthAsiamustrealisethatdiversificationof theireconomicrelationsto include
developingcountriesis necessaryto safeguardagainstanyeconomicdisruption.A
smallbut significantstepwouldbeto fosterclosereconomico-operationamong
themselves.
Seventypercentof Indonesia'sexportscomprisecrudepetroleumand
petroleumproducts. Togethertheyaccountedfor a similarproportionof the
country'sgrossforeign-exchangeearningsandgovernmentrevenue.Othercontribu-
torsto exportearningsincludeprimarycommoditiesfromagricultureandforestry,
whichconsistofmaize,coconutoil,copra,coffee,palmoil,rubber,sugarandtimber
as well as fishingandmining. Togethertheyconstitutedabout21 percentof
Indonesia'~exports.
Machineryandtransportequipmentconstitutethelargestcategoryof imports.
Togethertheymakeup 30 percentof thetotalimports.Otherimportsinclude
textiles,chemicalsandfooditems[10].
For theSouthAsiancountries,exportsaremainlyconcentratedonprimary
commodities,althoughsomecountriesalsoexportlightmanufacturedgoodsand
machinery.A numberof primarycommoditiesmakeupover25percentof India's
exports:tea,spices,coffee,sugar,fish,wheat,nutsandironore. Indiahasalso
developedastrongindustrialbase,whichincludesophisticatedheavyindustries,o
thattextiles,clothing,leathergoodsandotherlightmanufacturesmakeup over
30 percentof exports,andmetalproducts,machinery,transportequipmentand
chemicalproductsabout10percent.For Pakistan,rice,fish,rawcottonandother
primarycommoditiesconstitute30 percentof exports,theremainderbeinglight
manufactures,in whichtextiles,clothingandleathergoodspredominate.SriLanka
dependsmainlyon tea,rubberand coconutproductsfor her exportearnings.
Bangladeshdependsmainlyonjuteandjutegoods,withhides,skinsandleather
goodsasimportantsubsidiaryexports.AsforNepalandBhutan,90percentof their
exportreceiptsdependonprimaryproductsuchastimber,cerealsandjute.
Oil andpetroleumproductstillconstitutedthebulkof importsforallSouth
Asiancountriesin 1980.ForIndia,importsof petroleumoilandlubricantsmadeup
40percentof totalimportpayments.Otherimportsincludedmetals;paper,chemicals
andfertilizers.Pakistan'smostimportantimportswerecrudepetroleum,petroleum
products,chemicals,fertilizersandtransportequipment.Twenty-twopercentof
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importsweremadeup of petroleumandits products.Petroleumaccountedfor
24 percentof totalimportsof Sri Lanka,whiletheremainingimportscomprised
manufacturedgoods,machinery,textiles,chemicalsandfooditems.Nineteenpercent
of thetotalimportsof Bangladeshwereaccountedforbyoilwhilethebulkofother
importscomprisedmachineryandtransportequipment.Oil importsmadeup 12
percentof Nepal'stotalimportswhiletheremainingimportsincludedmanufactured
goodsandfooditems.
WeakdemandamongIndonesia'smainoverseascustomers,coupledwiththe
productionceilingfixedby OPEC(of whichIndonesiaisamembercountry),pulled
Indonesia'sproductionandexportsof oil downby around20percentin thefirst
quarterof 1982comparedwiththesameperiodin 1981.Thus,foreign-exchange
earningsfromcrudeexportsin 1982wereexpectedto beVS$2.6billionlessthan
1981'stotalof VS$ 13.5billion. Ontheotherhand,thedevelopingSouthAsian
countriescontinueto devotethelargestproportionof theirimportstocrudepetro-
leumanditsproducts.In 1980,itwas40percentforIndia,23percentforPakistan
andSriLanka,19percentfor Bangladeshand12percentfor Nepal.It wouldbeto
themutualinterestandbenefitof IndonesiandSouthAsiatoenterintolong-term
bilateralandmultilateraltradeagreementswithrespectto thisstrategiccommodity.
However,someproblemsdo existthatmayinhibitincreasedtradeflows
betweenIndonesiandSouthAsia. Oneof themisthetariffstructureof Indonesia.
Priorto 1973,Indonesiausedto havea complicatedregimeof hightariffs,quotas
and otherrestrictionsin imports,resultingin a highlyprotectedmanufacturing
sector.In additionto importaxes,institutionalbarrierstoentryof importsfurther
enhancethelevelofprotection.Thesebarrierstemfromtheproliferationof import
controlsandproceduresandtheirarbitraryenforcement,whicheffectivelydelayed
andrestrictedeasyentry.A majorreformin thetariffsystemtookplacein 1973
whentariffswererevisedandsimplified.Therevisionrevealsthatthenominalrates
of protectionhavebeenincreasedforalmostallsectors,10percentormoreofwhose
totaldemandis imported.Theeffectiveratesof protection,however,experienced
bothdecliningandincreasingtrendsduringtheperiodsof comparison.Consumer-
goodssectorsbearhigheratesof effectiveprotectionthancapitalgoodsandinter-
mediateindustries[7]. Thesetariffstructuresare,therefore,likelytohaveadverse
effectson importsfromSouthAsia,especiallyfromPakistan,astheycomprised
mainlyconsumergoodsuchasfoodandliveanimals.
Anotherproblemis the inadequacyof theexistingshippingandtransport
facilitiesbetweenIndonesiandSouthAsia. Thereis a heavyrelianceon inter-
nationalratherthannationalshippinglinesfortransportationfcargoes[3].
At present,thereare very few tradeestablishmentsrepresentedbetween
IndonesiandSouthAsia. Hence,thereis thedifficultyof identifyingbusiness
opportunitiesbetweenthesecountries.
Ontheotherhand,theSouthAsiancountriesneedtodiversifytheirtraditional
exportsandto findnewcommoditieswhichcanenjoycomparativeadvantagein
productionandarecomplementaryto theneedsof Indonesia'seconomy.In this
respect,bothIndonesiandtheSouthAsiancountriescanco-operateandevolve
joint strategiesforproductionandmarketingnotonlyforthemselvesbutalsoforthe
restof theworld[8].
Moreover,the SouthAsianexportersmustlearnto bemoreaggressiveand
sophisticatedin theirmarketingtechniquesand strategiesin orderto compete
effectivelywithotherEastAsianbusinessmenliketheJapanese,Taiwanese,andthe
Koreans,whoarevyingfor agreatershareintheIndonesiantrade.Here,thegovern-
mentsof therespectivecountriescanhalpbygivingsufficientencouragementa d
incentives.
BothIndonesiandSouthAsiacouldexplorethepossibilityof exchangeof
tradedelegations,market-orientationt urs,salesteams,exhibitions,tradefairs,etc.,
for thepurposeof promotingtrade. In thisway,productscanbeintroducedand
exhibitedso thatappropriatebusinessopportunitiescanbeidentified.Thiscould
furtherbeencouragedatbothgovernmentalandprivatelevels.
StateTradingCorporationsandotherindustrialorganisationsof therespective
countriescouldplayagreaterrolein promotingtradebetweenI donesiandSouth
Asia.
Theexistinginfrastructureb tweenthesecountries,uchastelecommunication
and transportnetworks,can be improvedand expandedto speedup business
contacts.
Withtheincreasingattentionbeingpaidby SouthAsiancountriesto South-
EastAsiain general,aIidto Indonesiainparticular,it islikelythatfutureIndonesia-
SouthAsiatrademayincrease.Owingto herheavyrelianceuponpetroleumandits
products,SouthAsiahasthetendencyto increaseherimportof suchitemsfrom
Indonesia.At thesametime,Indonesia'sdevelopmentprogramme,withitsspecial
emphasison industriaIisationa dupgradingof its agriculturalsector,maycreate
opportunitiesfor SouthAsiato exportmoremachineryandtransportequipment
aswellaslightengineeringgoodsto Indonesia.
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